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1. EXECUTIVE SUMMARY

1.1 Introduction

Faan Grobbelaar & Associates (FGA) was retained by Diamcor Mining Inc. t he A Companyo

fDiamcorg to update the 2009 independent National Instrument 43-101 compliant Technical Report
for the Krone-Endora alluvial diamond project ( t h e @ P The Pr@ectts gituated directly adjacent
tothe north of De BeersCons ol i dat ed MDeaResrs)Véenatin Dianbrid sVind, on the
farms Krone 104MS and Endora 66MS (Figure 4-1) in the Limpopo Province within the Republic of
South Africa.

The objective of this NI 43-101 Technical Report update is to independently review and provide
comment on all historical information, available exploration data, and current trial mining information
to provide an assessment of the resource potential estimated to exist on the properties, to provide an
update on the extensive infrastructure development at the Project, and to provide comments and
recommendations on future work programmes to be undertaken. The Project had been the subject
of extensive exploration by De Beers over a period of several years, and the deposit has been
identified as an alluvial fan-type body which is proposed to have sourced material from the higher
grounds of the adjacent Venetia kimberlite cluster.

Late in 2007 as a result of their stated future vision it was decided that, as opposed to pursuing the
Project further, De Beers would make it available for acquisition to other interested parties, and more
specifically, to emerging and junior miners and explorers and women in mining. De Beers indicated

its support of the South African Governmentos

diamond industry, and to further this objective requested comprehensive proposals from qualified
parties to be assessed against various criteria to potentially acquire the Project.

Di amcor 6s subsidiary, D MI Mi n éOMBMineralss) osubimissior Was
ultimately chosen as the successful proposal to acquire the assets and, pursuant to the terms of an
executed Sale of Assets Agreement between DMI Minerals and De Beers, DMI Minerals purchased
the Krone-Endora Project from De Beers. At present DMI Minerals is in the process of completing
the evaluation of the deposit and advancement of the Project, and plans to develop a full-scale mine
in due course if feasible.

1.2 Property Description and Location

The Krone-Endora Alluvial Diamond Project is located on the farms Krone 104MS and Endora 66MS.
The properties are located directly adjacent to the northern portion of De B e e NMeanétia Mine (see
Figure 4-1) which is proposed to have played an important part in the formation of an identified fan-
type alluvial/eluvial deposit which has been formed on the properties. The deposit is thought to cover
a semi-circular area of roughly 5 square kilometres in size, and comprised of sediments of up to 15
meters in thickness proposed to have been formed by ephemeral streams and sheet-wash (erosion)

obj
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under semi-arid conditions from the higher grounds of the Venetia kimberlite cluster. The Venetia

Mine is widely accepted as Sout h,wkh ahiglt gercentage afr g e s t
all diamond production classified as gem quality. These Venetia facts are considered significant

given the deposit which occurs on the adjacent properties of Krone and Endora is proposed by De-

Beers to have resulted from the erosion of what is estimated to be approximately 1 vertical km of

material from the higher grounds of the Venetia kimberlite clusters onto the lower areas including

those of Krone and Endora.

1.3 Surface and Minerals Rights

The surface rights and ownership of the properties are held by De Beers, and the properties reside
within an area known as the Venetia Limpopo Nature Reserve (VLNR). DMI Minerals holds a Right
of Access Agreement from De Beers granting access to and right of way over the VLNR lands for the
life of the Project. DMI Minerals is the holder of a Mining Right (LP10011) which was granted over
an area of 657.711ha (see Figure 4-2) covering the defined diamondiferous gravels. The Mining
Right is valid for a period of 30 years and renewable for an additional 30 years. DMI Minerals has
also applied for a Mining Right over the remainder of farms Krone 104MS and Endora 66MS, totalling
5,230.699 Ha (the original 5,888.410 Ha of the combined farms Krone and Endora, less the 657.711
Ha of the current Mining Right).

1.4 Geology and Mineralization

The independent review interpreted the Krone-Endora deposit as not only an alluvial fan-type body,

but one that has undergone both alluvial (stream deposited) and eluvial (direct shift of source

material) deposition. The review concluded there are two principal paleo-drainage systems, termed
theKlandK3( after the Venetia Minebs kimberlite pipes o
are believed to be the sources of the material transported by the associated paleo-drainages. These
paleo-drainages sourced sediment from a raised plateau to the south where the diamondiferous

Venetia kimberlites are located and where, as noted, it is estimated that approximately 1 vertical km

of the material from the higher areas of the Venetia kimberlite pipes was displaced and eroded onto

the lower grounds including those areas of Krone and Endora.

Two litho-stratigraphic units have been defined on Krone-Endora with diamond mineralization. The
first of these is the coarser basal gravel unit (max thickness ~4 m), which directly overlies the bedrock.
The second is a much thicker (up to 12 m) upper gravel unit which overlies the basal unit and consists
of a mixture of discontinuous gravel lenses, grits and sands.

All geological models and results appropriately envision greater relative mineralization potential for
the K1 paleo-drainage system (given its proposed source being the higher grade K1 kimberlite pipe),
the basal unit (due to its better mobile trap-site development and flow energy), and the more proximal
reaches of the deposit (due to its coarser sediment and therefore improved mobile trap-site potential).



1.5 Exploration, Drilling and Bulk Sampling

Although alluvial diamonds were discovered 35 km northeast of the area in 1903, it was not until 1969

that regional soil sampling led to the discovery of the Venetia kimberlites by De Beers. A number of

di fferent drilling pr og wererundesakes byrDe Beers ih an attempttoy 1 9 8 C
delineate the current gravel deposits at Krone-Endora. Subsequently, there were three principal

evaluation sampling programmes by De Beers, and an extensive drill programme by DMI Minerals

(in 2011):

1. 1986 Large Diameter Drilling (LDD) Programme
1 25 holes drilled
1 Data collected has been subsequently lost

2. 1995 Large Diameter Auger (LDA) Programme
1 133 holes drilled
200 m grid pattern, laid out at 45° to true north
Original 1986 LDD area was re-sampled
A few holes were clustered to test short range variability
Only 78 holes penetrated to bedrock, mostly outside the basal zones

= =4 =4 =4

3. 2004 Bulk Sampling Programme
1 3 bulk sample pits were dug, 10 m x 30 m in size
T 1 m thick Asliceso, from teachpitt o bott om, W €
I Some noted sampling problemsi di dndét reach bedrock in on
bottom slice with barren bedrock samples in another pit, etc., leading to a
proposed under-valuation of grade estimates in the Basal unit

4. 2011 Drilling Programme
1 489 RC holes drilled
9 100m grid pattern, laid out on true north
9 Each hole logged in detail
9 Geological model generated by combining all historical information

5. 2011 Extended Drilling Programme
1 A further 69 RC holes were drilled to complete the final delineation of the deposit
1 The 2009 geological model was revised and the resource table updated

6. 2013 to present Trial Mining
9 1 289 000 tonnes were excavated over both lithological units
1 25 763.21 carats were recovered



1 ~410,000 tonnes of Oversize material (+26) has been stockpiled, awaiting
finalization of rotary scrubber / autonomous mill upgrades to be completed at the
Treatment Plant

Given the significant amount of information available, and the nature of the deposit, no further
exploration or drilling work was conducted as part of this evaluation and assessment of the Krone-

Endora Project, and specific focus was placed on the development of infrastructure, a large-scale in-

field Dry-Screening Plant at the Project (given the significant percentage of fines material in the

deposit), and a Treatment Plant to support the further advancement of the Project. The successful
development of an efficient in-field Dry-Screening Plant was seen as a key elementinthe Pr oj ect 0s
further advancement, and potential future viability, given its ability to significantly reduce the size and

thus overall capital requirements of the Treatment Plant, reduce overall operating costs, and lower

the water requirements associated with the processing of materials through the removal of a high
percentages of fine material under 1.0mm in size prior to processing.

1.6 Development and Operations
Infrastructure completed to support the further advancement of the Project to date includes:

the construction of +/- 10km of primary access roads for the Project,

the establishment and installation of +/- 4km of security fencing,

the construction of the Treatment Plant site, offices, and lined water dams,

the design, construction, and development of a deposit specific in-field Dry-Screening Plant,
the design, construction, and development of a deposit specific Treatment Plant,

the installation of three water pipelines totaling +/-14km of distance,

the procurement and installation of a total of +/-13km of power lines,

the procurement and installation of backup standby generator power,

the purchase and deployment of various pieces of light duty, and heavy equipment, and,
various other general infrastructure items typical of a medium sized mining operation.

= =4 =4 =4 -4 -4 4 -4 - 9

1.7 Diamond Resource and Grade Estimates

As part of the Assessment of the potential resource to be provided, the Author was given access to
all relevant historical and current information and datasets. This information was used to
independently re-model the data using Vesper® modelling software to calculate a potential gravel
resource as part of the Assessment to be provided. As the results from the Vesper® model compared
very well with the results obtained from the Datamine® modelling software using the 2011 drill
programme data, (within 3%), the Author decided to stay with the Datamine® results. The results and
findings of the 2011 Datamine® modelling were re-summarized and the total tonnes for each unit and
zone are shown in the table below.



It should be noted that the grade data used in the modelling is from the original De Beers work, as
any information gathered from the ongoing processing of material completed in conjunction with the
development, testing, and commissioning of both the in-field Dry-Screening Plant, and the
Treatment Plant done by DMI Minerals, does not lend itself to accurate grade estimations at this
time. Current issues that preclude new grade estimations at this time include:

9 Considerable focus was placed on the successful development of the Pr o j eDeyt 6 s
Screening Plant, with specific focus on the efficient screening of fines materials,

1 As aresult, volumes/tonnages from excavations to date have not been accurately measured
to a level required for such estimates,

9 Plant commissioning is hot complete, and the finalization of the Treatment Plant and
recovery process of diamonds is ongoing,

1 The +26 mm oversize material was stockpiled during the development of the Proj e ct é s
Screening Plant. The Company is currently upgrading the Treatment Plant to allow for the
processing of these materials above+26 mm size fractions,

Until such time as the above items are finalized, no new grade estimations can be calculated. DMI
Minerals is working towards this.

PROPERTY AREAS K1Zone K3 Zone |COMMMENCE | ¢ pineq | COnfidence
Initial Trial mined | Remaining Zone Levels on Totals
INFERRED RESOURCES
Total surface area of Mining Right (Ha) 657.7111 High
Total surface of area investigated (m?) 1,710,000 1,998,000 1,690,000 5,398,000 High
Upper Gravels
Total of surface covered with gravel (m?) 1,382,000 | 77,000 ‘ 1,305,000 1,025,000 829,000 3,159,000 High
Average gravel thickness (m) 5.07 5.59 6.76 High
Total gravel volume (m?) 7,006,000 | 391,000 ‘ 6,615,000 5,730,000 5,604,000 17,949,000 High
Average density (t/m?) 2.20 2.20 2.20 2.20 Medium
Total tonnes (Reported) 15,412,000 | 860,000 ‘ 14,552,000 12,606,000 12,329.000| 39,487,000 Medium
Basal Gravels
Total of surface covered with gravel (m?) 713,000 | 62,000 ‘ 651,000 1,347,000 672,000 2,670,000 High
Average gravel thickness (m) 3.46 3.55 2.04 High
Total gravel volume (m?) 2,467,000 | 213,000 ‘ 2,254,000 4,782,000 1,371,000 8,407,000 High
Average density (t/m?) 2.20 2.20 2.20 2.20 Medium
Total tonnes (Reported) 5,427,000 | 469,000 ‘ 4,958,000 10,520,000 3,016,000 18,494,000 Medium
Upper Gravels
Estimated grade (cpht) 3.45 0.07 1.09 High
Estimated diamonds within zone (carats) 532,000 | 30,000 ‘ 502,000 9,000 134,000 645,000 Medium
Diamond value (US$/carat) $185.54 $185.54 $185.54 $185.54 High
Basal Gravels
Estimated grade (cpht) 12.74 0.13 1.20 High
Estimated diamonds within zone (carats) 692,000 | 60,000 632,000 14,000 36,000 742,000 Medium
Diamond value (US$/carat) $185.54 $185.54 $185.54 $185.54 High
Total
Total tonnes 19,510,000 23,126,000| 15,345,000 57,981,000 Medium
Total estimated diamonds (carats) 1,194,000 23,000 170,000 1,387,000 Medium

Numbers rounded to nearest 1,000. Numbers in grey, italicized font are not included in final Combined figures.

Table 1-1 Summary of Inferred Mineral Resource Estimate for Krone-Endora



1.8 Diamond Valuation

Unlike posted prices of other mineral commodities, the varying diamond (and other gemstones)

valuation must be emphasized duetot he | arge range of viaflomadollaspéicar at ¢
carat to tens of thousands of dollars per carat. Proper assessment of a diamond resource must

include accurate price per carat numbers.

Diamond valuation was done in this case by means of controlled sales through a reputable company,
| Hennig & Co. Ltd. A total of 25,763.21 carats of rough diamonds, representing all rough diamonds
incidentally recovered to that point as part of the ongoing development, testing, and commissioning
exercises, were tendered and sold for USD $5,865,048.33, resulting in a value of USD $227.65 per
carat for all diamonds sold. Two extraordinary diamonds recovered of 91.72 carats and 43.90 carats
however, contributed USD $1,135,844.10 to the total. Removing these two stones from the
calculation was deemed to be more conservative, resulting in an average valuation of USD $185.54
per carat.

1.9 Conclusions

After a review of all available geological information, the site visit, and the independent re-modelling
of the available datasets from the previous drilling programmes, it is apparent that the Krone-Endora
Project has the potential to be developed into a profitable medium-sized diamond producer. In
addition to this statement, it should be noted that alluvial diamond deposit mineralization is typically
not uniform, whereas the deposit at Krone-Endora is relatively unformdue t o t he deposi t
directly adjacent to the identified source, and usually very dependent on trap sites. In typical alluvial
deposits, large areas can be barren while the individual trap sites can be very rich, which is why such
alluvial operations are normally high risk investments. The fact that diamonds were found in the
boreholes drilled (notwithstanding the fact it was large diameter drilling), indicates the high potential
of the area and deposit in question. These results also support the conclusion that the deposit is not
an falluvialodeposit only, but rather a combination of an alluvial and feluvialdodeposition. The latter
Afel uvi ahdi tat mn g o thdisdurce matetial for thd higher grounds of the adjacent
Venetia kimberlite pipes, and this is thought to be the case, especially in regard to the Upper gravels.

In selecting a frandomosite during bulk sampling, it is reasonable to assume the chances of picking
a richer or poorer area are unlikely, and taking this into consideration, together with the noted errors
made during the past bulk sampling, it is possible that the deposit is much richer than what is
anticipated from the current dataset of this project.

The problems/errors identified by the Author which could affect the Project are:
1. The variability of the geology

2. Most of the holes drilled in 1995 did not penetrate to the bedrock (Millad, 2005)
3. The 1995 samples were not all fully analysed, (Millad, 2005)



4. During the bulk sampling in 2004 the full width of the Pit 1 area was not processed.
(Millad, 2005)

5. Bedrock contamination in Pit 2 led to under evaluation (Millad, 2005)

6. Basal gravel in Pit 3 was not removed

7. The results of the upper gravel suite from the bulk sampling were not considered
during the evaluation was done by Millad in 2005

8 With the current trial mining exercise
gravel suites were recovered as part of the ongoing development of the in-field Dry-
Screening Plant. The harder calcretized gravels typical of the stockpiled material in
the +26.0mm size fractions have not been processed as yet.

To evaluate all horizons for possible diamond content during the current trial mining process, the
overburden, which consist of alluvium and weathered kimberlite, was processed as well.

The independent Assessment provided for the Project as a result of independent modelling of current
information consist of a conservative potential estimate of 58 million tonnes of diamond-bearing
gravel, with a preliminary estimate of 1.327 million carats of diamonds.

1.10 Recommendations

It i s recommended that the current 0 T r coatroliéd
environment where information gained can be maximized. This would require the finalization of the
upgrades to the in-field Dry-Screening and Treatment Plants to allow for the optimization of liberation
of diamonds within the two diamondiferous horizons and grade control measures to determine paleo
depositional patterns.
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2. INTRODUCTION

This Technical Report of the Krone-Endora Alluvial Diamond Project comprises background
information, drill and sample data, including results from the trial mining and rough diamond
recoveries which were incidental to the ongoing development, testing, and commissioning exercises
completed on both plants at the Project up to 02 February 2015. It is prepared in order to document
the results of exploration and trial-mining work and the development of infrastructure on the Krone-
Endora property and to act as an update to the 2009 Technical Report of the same name.

This Technical Report was prepared by J.F. (Faan) Grobbelaar (acting as an Independent Qualified
Person) and James P. Hawkins (an employee of Diamcor Mining, and therefore a hon-Independent
Quialified Person) at the request of the directors of Diamcor Mining Inc. (Diamcor). Mr. Grobbelaar
Authored Sections 1, 3, 4,5, 6,7, 8,9, 10, 11, 12, 13, 14, 20, 23, 25, 26 and 27, while Mr. Hawkins
Authored the Sections 2, 18, 19, and 24. Sections 15 to 22 are not relevant to this Technical Report
as they are additional requirements for Advanced Properties, although information deemed to be of
interest was included in Sections 18, 19, and 20.

This Technical Report of the Krone-Endora Alluvial Diamond Project is based on information gathered
from on-site visits, technical reports by Government agencies, the extensive De Be er s 6
reports and data, the extensive reverse-circulating (RC) drill programme the Company conducted,
the results from the ongoing Trial Mining (rough diamond recoveries incidental to the commissioning
of the Processing Plant), and other relevant published and unpublished data. The conclusions
expressed in this report are therefore only valid for the date of this report and may change with time
in response to variations in economic, market, legal or political factors, in addition to on-going
exploration results. A listing of the principal sources of information is as follows:

1 Barton et al, (2003) The geology of the area surrounding the Venetia kimberlite pipes, Limpopo
Belt, South Africa: A complex interplay of nappe tectonics and granitoid magmatism. South

African Journal of Geology.

1 Campbell, D., (1994) Krone (104MS) i Reliability of Proposed Sampling. De Beers Internal

Memorandum, OED. [After Millad, M.G., (2005)]

1 De Beers Group of Companies, (2012) Operating and Financial Review 2012, 32 pp.

1 DeWit, M.J., (1996) The distribution and stratigraphy of inland diamond deposits in South Africa.
In: Kogbe, C.A. (Editor) Diamond Deposits in Africa. Special Edition of Africa Geoscience

Review, 19-34.

1 Grobbelaar, J.F., (2009) Technical Report on the Krone-Endora Alluvial Diamond Project,

Limpopo Province, South Africa, 72 pp.
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1 Hannweg, G.W., (2003) Krone (104MS) i Endora (66MS) Alluvial Resource Data Summary
Report . De Beers Internal Report, RSA Geological Services Division, Evaluation Services
Department, 71 pp.

1 Helgren, D.M., (1979) Relict Channelways of the Middle Orange River. South African Journal
of Science, Vol 75pp 462-463.

1 Jacob, R.J. et al, (1999) Tertiary age Diamondiferous Fluvial Deposits of the Lower Orange
River Valley, Southwestern Africa. Economic Geology Vol 94, pp 7491 758.

1 Loubser, J. M., (1996) The Krone/Endora Large Diameter Auger Project. De Beers Internal Draft
Report, Geology Division, Exploration Department, 9pp.

1 Lynn, M.D., (1998) Diamonds. In: The Mineral Resources of South Africa (M.G.C. Wilson and
C.R. Anhaeusser, eds.): Handbook 16 CGS, p 232-258.

1 Mattheys, F.G.,(1990) The alluvial Diamond Deposits of the Lower Vaal River between Barkley
West and the Vaal-Harts Confluence in the Northern Cape Province, South Africa. MSc thesis
(unpubl.). Rhodes University.

1 McKinsey & Company, (2014) Perspectives on the Diamond Industry, 22 pp.

1 Millad, M.G., (2005) A Mineral Resource Estimate for the Krone-Endora Alluvial Deposit, South
Africa. Internal Report prepared for De Beers Africa Exploration

1 Spooner, C.N., (2004) Krone-Endora Alluvium Drilling and Bulk Sampling Programme 2004. De
Beers Internal Draft Report, RSA Exploration, 49 pp.

1 Ward, J.D.,, (1995) Krone-Endora 1995 Auger Drilling Programme: Sedimentological
Considerations. DeBeers Internal Report, Namdeb Diamond Corporation (Pty) Ltd., 10 pp. [After
Millad, M.G., (2005)]

1 Young, P.1., (1997) Krone Endora Evaluation and Sample Treatment Report. De Beers Internal
Draft Report, RSA Geological Services Division, Evaluation Services Department, 12 pp. [After
Millad, M.G., (2005)]

The Krone-<Endora Al l uvi al Di amond Pr70% ewnéd subsidiarg,yDdMle d by
Minerals South Africa (Pty) Limited (DMI Minerals), which is 30% owned by the wholly-owned
subsidiary of Diamcorodés Black Economic Enmnimnbeder ment
(Nozala). Figure 2.1 outlines the partnership.



Matayo Trading 14 (Pty) Ltd. Diamcor Mining Inc.

100% Subsidiary of Nozala Canadian Public Company on
Investments (Pty) Ltd. the TSX Venture Exchange
30% 70%

DMI Minerals SA (Pty) Ltd.

Figure 2-1 Ownership Structure of DMI Minerals SA (Pty)

Mr. Grobbelaar, the principle Author, visited the site January 15" and 16™, 2009, July 4", 2011, and
December 121" and 13", 2014. Mr. Hawkins visited the site from June 1t to July 8", 2011, and from
February 22" to April 2", 2012.



3. RELIANCE ON OTHER EXPERTS

3.1 Mineral Resource Data

This report relies in part on various De Beers reports and data compiled over a period of several
years which was used in producing the Internal Mineral Deposit Estimate Report compiled for De
Beers Africa Exploration by De Beers Mineral Resource Management i Placers (Millad, 2005). Given
De Beersblong-st andi ng position as the worl dos | a
considerable knowledge and access to the financial and technical resources needed to properly
develop such reports, there is no reason to assume that any of the extensive information available
for the report, was not reasonably accurate or prepared in a suitably professional manner using
generally accepted geological principles. Further, given that the data was part of an ongoing internal
property evaluation, it can also be reasonably assumed to be conservative, as opposed to
promotional, in its results and conclusions.

These reports have been relied upon by the Author in the sections relating to Mineral Resource
estimates.

3.2 Carat Valuation

Valuation of all rough diamonds recovered during the development, testing, and commissioning of
the Krone-Endora Treatment Plant to date was done by the industry-standard practice of putting
representative diamond parcels up for tender/sale. Diamond Realisations (South Africa), a subsidiary
of I. Henning and Co. Ltd., have run independent diamond tenders and sales on behalf of DMI
Minerals since June 2013, where 25,763.21 carats were sold for USD $5,865,048.33 1 for an average
of USD $227.65/ct.

The above carat valuation numbers, however, include two extraordinary stones recovered to date,
namely; a 91.72 carat diamond that sold for USD $817,920.00 and a 43.9 carat diamond that sold for
USD $317,924.10. Rather than skew the average price per carat, it was decided to remove these
two stones from the calculation, resulting in 25,627.59 carats selling for USD $4,729,204.23, for an
average carat valuation of USD $185.54/ct.

Values obtained for diamonds through these means represent actual sales completed in the
competitive market by registered, practicing, international diamond buyers. The values thus obtained
are actual, realized sale prices, and not simply a valuation with no obligation to purchase. In addition,
the total number of carats sold is in the order of three times the size of what is typically sought after
for a representative sample for valuation purposes, so the resulting carat valuation can be considered
as very credible.

rgest



It is therefore concluded that there are no significant risks associated with the diamond valuation
used in this technical report. These sales values have been relied upon by the Author in the sections
relating to Mineral Resource estimates.



4. PROPERTY DESCRIPTION AND LOCATION

4.1 Area and Location

The Krone-Endora Alluvial Diamond Project is located on the Farms Krone 104MS and Endora 66MS
which are 5,888 hectares in extent, and located directly adjacent to the De Beers owned Venetia
Diamond Mine in the Limpopo Province of South Africa. The Project is located approximately 500km
north-northeast of Johannesburg, and the nearest large town is Musina which is approximately 107
km to the east (see Figure 4-1).

The actual mining area as defined by the Mining Right is 657.7111 hectares, located in the south-
central portion of the larger project area (see Figure 4-2).
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Figure 4-1 Krone-Endora Alluvial Diamond Project Location Map

Technical Reporti Krone-Endora Alluvial Diamond Project, Limpopo Province, South Africa 13



4.2 Surface and Mineral Rights Details

The farms Krone 104MS and Endora 66MS are owned by De Beers and form part of the Venetia
Limpopo Nature Reserve (VLNR). Access to the properties when Diamcor finalized the acquisition
in February of 2011 was provided for by way of a Rights of Access Agreement as part of the Sale of
Assets Agreement executed between the Parties. The Right of Access Agreement from De Beers

grants DMI Minerals access to and right of way over the VLNR lands for the life of the Project.
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Figure 4-2 Mining Right Area in Relation to Farm Boundaries

In September of 2014 DMI Minerals received a thirty year Mining Right (LP 30/5/2/2/1/10011 MR),
over the area of the Krone-Endora Project with the best defined resources, totalling 657.7111
hectares (see Figure 4-3). The Mining Right FfAgrants to the

7,254,000

7,522,000

7,520,000

7,518,000

Ho |

mi ne, and recover the mineral/s in, o atthaendofthen d e r

thirty-year period for an additional 30 years. An additional Mining Right application was submitted by
DMI Minerals shortly after the first application in April 2012 to cover all of the remaining areas on the
farms Krone 104 MS and Endora 66 MS, since the original Prospecting Permits were not renewable.
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As of the effective date of this Technical Report, that second Mining Right application is still being
reviewed by the DMR.
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Figure 4-3 Current Mining Right Area

4.3 Surveying Details

The co-ordinates of the Krone - Endora Mining Right area as independently surveyed and later
recorded by the Department of Mineral Resources of the Government of South Africa are outlined in
Table 4-1 below.
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UTM Coordinates

Corner Northing Easting
1 7520750 738600
2 7519500 738600
3 7519500 738100
4 7519775 738000
5 7519125 736200
6 7519060 736150
7 7519240 735000
8 7521500 735000
9 7521500 737250
10 7520750 737250

Table 4-1 Co-ordinates of the Krone - Endora Mining Right

4.4 Royalties, Rights and Payments

There are no royalties, back-in rights, payments or other agreements and encumbrances to which
the property is subject.

4.5 Environmental Liabilities

The environmental liabilities for the prospecting activities were detailed in the Environmental
Management Programmes (EMPs). The EMPs originally submitted by De Beers dated March 27,
2008 made provision for ZAR 585,000 (approximately CDN $62,000) in rehabilitation guarantees.

The property is part of the 36,000 hectare De Beers-owned Venetia Limpopo Nature Reserve. Due
consideration for the wildlife and environment will be required, however no additional development
requirements are anticipated other than the typical well-regulated Mining Work Programmes (MWP),

Prospecting Work Programmes (PWP)and EMP6s required by Réseurc&epartn
for any such project.

As part of the Sale of Assets Agreement with De Beers, DMI Minerals was required to assume the

ZAR 585,000 Rehabilitation Liability associated with the Prospecting Rights. In conjunction with the
renewall and transfer of the associated prospectin
EMPO6s wer e tes mdoenaccurataydreflect the expanded prospecting activities that DMI

Minerals intended to conduct. The rehabilitation liability remained the same and DMI Minerals

provided the DMR with guarantees in the amount of ZAR 585,000 to replace those held on behalf of

De Beers.

The current environmental liabilities associated with the Mining Right are documented in a standard
Environmental Management Programme (EMP), which was derived from an Environmental Impact
Assessment (EIA) of the area, approved by the Director, Mineral Development, Limpopo Region,



Department of Mineral Resources, South Africa. The work to be carredout as per the Con
Mining Work Programme, and the associated financial commitments necessary to satisfy the
rehabilitation liabilities were calculated to be an amount of ZAR 2,383,510 (approximately CDN

$254,000). A guarantee in this amount was provided by DMI Minerals to the DMR at the time that

the Mining Right was granted. Any additional rehabilitation liability deposit requirements was

assessed based on the proposed future work programmes.

4.6 Additional Work Permits Required

No additional permits beyond the Mining Right issued are required to conduct the work proposed for
the Project. A new Water Use Licence has been applied for from the South Africa Department of
Water and Sanitation which, if granted, the Company feels should be sufficient to support their
processing targets.

4.7 Any Other Significant Risk Factors

No other significant risk factors have been identified.



5. ACCESSIBILITY, CLIMATE, LOCAL RESOURCES, INFRASTRUCTURE
AND PHYSIOGRAPHY

5.1 Topography, Elevation and Vegetation

The Project area is almost completely flat with higher lying areas situated on the northern boundary.
The flat areas have their origin due to the deposition of sediments by fluvial processes. The higher
areas, mostly hills and smaller kopjes, are bedrock outcrops that form low ridges consisting mainly
of gneisses left behind after continental glaciation processes. These higher areas are also a
controlling factor in the sedimentation by paleo and present streams. The average elevation is in the
range of 630 m to 640 m above mean sea level.

The Project area is situated in a moderately closed shrub land with the dominant tree/shrub being
Colophospernum mopane (mopane), with other species of woody plants and grass species also
identified. Although the Project area is situated in the privately owned Venetia Limpopo Nature
Reserve, no endangered or protected plant species were recorded during the site visit. The region
indeed falls within the least threatened category that is assigned to veld types.

5.2 Property Access

The Krone-Endora Alluvial Diamond Project is located in the Limpopo Province of South Africa at co-
ordinates 22° 24' 30" S latitude and 29° 18' 00" E longitude. The nearest centres to the Project are
Alldays, 33 km south, and Musina, 107 km east. Commercial airlines offer several daily non-stop
flights from Johannesburg to the provincial capital, Polokwane (population ~130,000), approximately
200 km south of the Project area on National Route 521.

All three centres can be reached via good surfaced tar roads. Local airstrips exist at both Musina
and Alldays, as well as a private airstrip at the Venetia mine. Access to the property is off of National
Route 521 by local gravel roads that have been upgraded by the Company.

5.3 Proximity to Population Centres

As stated above, the nearest centres to the Krone-Endora at Venetia Diamond Project are Alldays
(population ~2,000), 33 km south, and Musina, (population ~30,000), 107 km east. Commercial
airlines service are available to the provincial capital, Polokwane (population ~130,000),
approximately 200 km south.

5.4 Climate

The Krone and Endora properties are situated in an area that forms part of the low plateau (or low-
veld) of South Africa and is covered by typical low-veld woody thickets with scattered grass. The
area receives about 350 mm of rain annually, which falls mostly during summer. The winter months



are almost completely dry, with temperatures ranging from 20°C during the day in winter, to summer
daytime temperatures reaching 35°C - 40°C. As such, the climate has little or no impact on the
operations of a mining venture.

5.5 Local Resources and Infrastructure
5.5.1 Sufficiency of Surface Rights for Mining Operations

The Mining Right issued to the Company by the DMR, and the Rights of Access Agreement between
the Company and the landowner (De Beers) give the Company the right to conduct mining operations
on the property.

5.5.2 Availability and Sources of Power, Water, and Mining Personnel

As with any mining venture, power and water are an integral part of the operation. In August 2013,
Eskom, the State power utility, completed an 8.4 km, 1,000 kVa main power supply line to the Project
area that replaced the diesel generators installed by the Company, which now act in a back-up
capacity for the Project. The Company has also installed an additional 0.7 km power line to support
the in-field Dry-Screening Plant, and an additional 3.1 km of power lines to support two of the
Companybés water borehol es.

The Project resides in a semi-arid area whereby there is a general shortage of water and thus, due
consideration was given to locating suitable sources. In 2012 the Company was granted a Water
Use Licence (WUL) from the Department of Water Affairs (now the Department of Water and
Sanitation) and approximately 14 km of water pipelines were installed from three suitable water
boreholes as well as all other necessary infrastructure. This provided the Company a sufficient
amount of water to conduct the prospecting work, initial plant commissioning, and trial mining
exercises.

Prior to the WUL expiring, the Company applied for a new WUL with a larger volume sufficient to

support full scale mining operations. In addition to the existing boreholes already in use, the addition

oft hree new boreholes | ocated al ong t higplafmedbythect 6 s m
Company. Management has been actively engaged with the Department of Water and Sanitation,

and believes that the new WUL will be granted in due course. The minimization of water usage and

proper water management and water recovery methods to reduce the overall ongoing requirements

have been implemented and continue to be refined.

Musina, 107 km to the east, is a modern town of over 30,000 inhabitants which has comprehensive
mining support services, personnel and supplies as well as access to mining-related spares. The
current Project personnel requirement is in the range of 40 to 60 people, which is easily filled. The
Project 6s | oc a ntitode Begrs Veretia dlamondintine also provides various benefits
with regards to suppliers, equipment maintenance, and various other services associated with the
ongoing operations of any mine.



5.5.3 Potential Tailings Storage, Waste Disposal and Processing Plant sites

With the move to Trial Mining studies being determined by the Company to be the best method to
advance the Project, a decision was made to develop both an in-field Dry-Screening Plant, and a
separate Treatment Plant, and in doing so, develop ones which would be of sufficient size for the
Project if a move to full production was warranted. This decision was based on the relatively low-
cost of a treatment plant for alluvial diamonds, the requirement to establish infrastructure in all cases
anyways, and the need to properly evaluate diamond recoveries in volumes which only a complete
plant could do.

The in-field Dry-Screening and Treatment Plant sites (see Figure 5.1, below) were chosen with
several criteria in mind, namely:

Bedrock outcrop or minimal overburden (so as to not cover diamond-bearing gravels)
Proximity to higher-grade K1 gravels

Proximity to infrastructure such as roads, power lines, and water pipes

Optimal location for long-term exploitation of deposit, if a mining decision is reached

o

The various dams are identified on the Google earth image site (see Figure 5.1, below). Material that
has been processed is back hauled to the Excavation Pit for immediate rehabilitation, eliminating
waste disposal sites.

In-Field =

Plant Site

Fresh
Water:
Dam),

Venetia

Figure 5.1 Trial Mining Area with Dams Identified
Google Earth Image, September 2013

Technical Reporti Krone-Endora Alluvial Diamond Project, Limpopo Province, South Africa 20



6. HISTORY

In 1903 diamond bearing gravels were discovered on the farm Seta, 35 km northeast of the present
Venetia Mine, but it was not until 1969 that De Beers undertook a regional soil-sampling programme
that eventually led to the discovery of the Venetia kimberlites in 1980.

A number of different drilling pr ogrbabenBeess inian
attempt to identify and delineate the current gravel deposits at Krone-Endora. There was little in the
way of summary information available for these earlier exploration programmes.

There were three principal evaluation sampling programmes previously completed, starting with a
limited Large Diameter Drilling (LDD) programme in 1986 when twenty-five 500mm and 600mm LDD
holes were drilled. (Hennweg, 2003). Unfortunately most of this information could not be verified later
and the data was thus excluded during later and the final evaluation of the Project.

This was followed in 1995 with a more comprehensive Large Diameter Auger (LDA) programme.
One-hundred and thirty-three holes were drilled using a Williams 1.20 m diameter flight auger on a
pre-determined grid. Samples were collected in 1 m lifts for analysis (Loubster, 1996). Unfortunately
the auger proved to be incapable of penetrating to the bedrock surface when it encountered the highly
resistant basal gravels. As a result only 78 of the 133 holes penetrated to bedrock, mostly where the
basal gravels were not present. The area that was covered in 1986 was included in this programme
for re-evaluation.

During the processing of the samples, the material was ultimately screened to a -12 / +1mm fraction,
which was then processed. During the sample preparation phase before processing the idea was
' eft i n tmndthafnotahas a garsicular sample was processed totally. This could lead to
an under-estimation of the grade of the gravel horizons.

The 1995 exploration programme delineated and evaluated the upper body to a large extent, but did
not address the basal gravel estimations to the same degree.

In 2004 De Beers undertook a bulk sampling exercise and three sample pits were excavated. Pit 1
was positioned in the area co-indicated with the higher grade samples from the 1995 LDA
programme. Pit 2 was placed in the central reaches of the K1 drainage, while Pit 3 was located in
the confluence area. Each pit was sampled in 1 m slices over the 10 m x 30 m area of each pit and
transported separately to sample stockpiles. In Pit 1 the basal gravel could not be removed to
bedrock due to the resistance of the material. In Pit 3 the basal gravels were not removed for the
same reason. In Pit 2 bedrock material was removed with the bottom sample, diluting the gravel
material, which would invariably result in a lower grade analysis. The results from the bulk samples
of the upper gravel horizon were not taken into consideration when the final evaluation was done as
it was not available at the time.
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As is the case in 1995, the bottom gravels were not fully accessed. When considering the results
from the whole exploration programme from 1986 to 2004, the volumes of the lower gravel horizon
and the grades of both horizons as quoted by De Beers were considered by the Author as
conservative.

The data and sampling from these programmes were used by De Beers in order to produce, what
should be correctly referred to for the purposes of this report, an Internal Mineral Deposit Estimate
Report (Millad, 2005) for their internal use. While being completed to a level of professionalism
consistent with what one would expect from an entity of their stature, the report was not designed,
nor intended to be used, for the purposes of a NI 43-101 compliant report.

Other than the 2004 bulk sampling programme, there was no historic production. There were no
prior owners of the property before De Beers.



7. GEOLOGICAL SETTING AND MINERALIZATION

7.1 Regional and Local Geology (From Barton et al. 2003)

The cratonic core of southern Africa has been patrtially or wholly covered by largely undeformed or
undisturbed Neo-Archaean, Eo-Proterozoic and Paleozoic sediments and lavas of the Transvaal and
Karoo Supergroups. The underlying Archaean cratonic rocks comprise classic granite-greenstone
terrain as well as the Meso- and Neo- Archaean Witwatersrand and Ventersdorp sediments and
lavas.

Subsequent to the last outpouring of basaltic Stormberg lavas in the Jurassic and the initiation of the
break-up of Gondwanaland, a major period of erosive reshaping of the land has continued through
the Cretaceous and Tertiary Periods to the present day.

The area surrounding the ~530 to ~519 Ma (million years ago) Venetia kimberlite pipes in the Central
Zone of the Limpopo Belt, South Africa, consists of four tectonic units intruded by Proterozoic dolerite
dykes and sills. The structurally lowest Krone metamorphic terrane (Archean?) is composed primarily
of quartzo feldspathic gneisses, gently folded along approximately north-south trending axes. Zones
of mylonite separate the Krone metamorphic terrane from the Venetia and Endora klippen. The
Venetia klippe, which includes a synclinal remnant of a happe, is composed of four mappable units.
The lowest consists of interlayered 3.2 Ga (billion years ago) quartzofeldspathic gneisses and ~3.1
Gaorthoamphibolite. The next highest unit consists of thin, discontinuous layers of quartzo
feldspathic gneisses, ortho- and para-amphibolite, carbonate and calc-silicate rocks, magnetite-
guartzite and quartzite. Over lying this is a metasedimentary unit composed primarily of quartzite
and carbonate and calc-silicate rocks. U-Pb ages for detrital zircons from within the quartzite indicate
that this unit is younger than ~2.67 Ga. The upper most unit consists of granitic orthogneisses derived
from a ~2.45 Ga precursor. Most of the contacts within and between these units in the Venetia klippe
have been tectonically deformed into mylonite or biotite-schist although some sedimentary contacts
may be preserved. The klippe is a doubly folded synform with a strong east-west trending, ~2.04 Ga
D1 fold axis locally refolded long ~2.03 Ga north-south trending fold axes. Sedimentary structures
preserved in the meta-sedimentary unit indicate that the synform is a syncline. The Endora klippe
comprises a synform of quartzite and magnetite-quartzite of uncertain age. Intruding the Krone
metamorphic terrane and probably the Venetia klippe is the Gotha granitic complex consisting of
granite, granodiorite and tonalite of possible ~1.9 to ~2.0 Ga age. Igneous rocks composing this
terrane are characterized by large U and Th contents. The emplacement of the Venetia kimberlite
pipes into this area was largely controlled by faults related to the Dowe-Tokwe system.

A map of the local geology can be found in Figure 7-1, below.



Figure 7-1 Local Geology of the Krone-Endora Area
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